AMENDED IN SENATE APRIL 15, 2013

SENATE BILL No. 774

Introduced by Senator Walters

February 22, 2013

Government Code, relating to retirement.

LEGISLATIVE COUNSEL’S DIGEST

SB 774, as amended, Walters. State employees. postemployment
benefits.

The Public Employees’ Medical and Hospital Care Act (PEMHCA),
which is administered by the Board of Administration of the Public
Employees Retirement System, establishes provisions governing
postempl oyment health care benefitsfor certain retired public employees
and their families, upon meeting vesting requirements and subject to
various limitations. Existing law provides that a represented state
employee first hired on or after January 1, 1989, shall not be vested
for the full employer contribution payable for annuitants unless he or
she has 20 years of credited state service, as defined, at the time of
retirement, as specified.

This bill would prohibit a state employer, as defined, for employees
first hired on or after January 1, 2015, from providing postempl oyment
health care benefits on behalf of its employees unlessit fully funds those
benefits, as determined by an actuary. This bill would also prohibit a
public employer, for employeesfirst hired on or after January 1, 2015,
from entering into a memorandum of understanding or other collective
bargaining agreement that provides for defined postemployment health
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care benefits for which a state employee may opt in unless each
employee pays at least 50% of the actuarially required contributions
to fund those health care benefits. This bill would additionally provide
that, for state employees who become members of the system on and
after January 1, 2015, the employer share of contribution for these
benefits is 50% after 15 years of credited state service and would
increase that percentage by 5% for each year of credit state service up
to 100% after 25 years of credited state service.

I e | ort it e
Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

1 SECTION 1. Section 22874.3 isadded to the Gover nment Code,
2 toread:

3 22874.3. (a) Notwithstanding any other law, for employees
4 first hired on or after January 1, 2015, a state employer shall not
5 enter into a memorandum of understanding or other collective
6 bargaining agreement that provides for defined postemployment
7 health care benefits for which a state employee may opt in unless
8 each employee paysat least 50 percent of the actuarially required
9 contributions to fund those health care benefits.

10 (b) If the provisions of this section are in conflict with the
11 provisions of a memorandum of understanding or other collective
12 bargaining agreement, the memorandum of understanding or other
13 collective bargaining agreement shall be controlling, except upon
14 expiration of the memorandum of understanding or other collective
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bargaining agreement, this section shall be controlling and may
not be super seded by a subsequent memorandum of under standing
or other collective bargaining agreement.

(c) For purposes of this section, the following definitions apply:

(1) “ Sate employee” means an officer, including those elected
or appointed, or an employee of a state employer.

(2) “ Sate employer” means the state and every state entity.
“ State employer” shall not include the University of California.

SEC. 2. Section 22875.3 is added to the Government Code, to
read:

22875.3. (@) Notwithstanding Sections 22870, 22871, 22873,
and 22874, a state empl oyee, defined by subdivision (c) of Section
3513, who isemployed by the state for thefirst time, who becomes
a state member of the system on or after January 1, 2015, shall
not receive any portion of the employer contribution payable for
annuitants unless the person is credited with 15 years of state
service at the time of retirement.

(b) The percentage of the employer contribution payable for
postretirement health benefits for an employee subject to this
section shall be based on the completed years of credited state
service at retirement as shown in the following table:

Credited Years Percentage of Employer

of Service Contribution
15 50
16 55
17 60
18 65
19 70
20 75
21 80
22 85
23 90
24 95
25 or more 100

(c) This section shall apply only to state employees that retire
for service. For purposes of this section, “ state service” means
service rendered as an employee of the state or an appointed or
elected officer of the state for compensation. Notwithstanding
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Section 22826, for purposes of this section, credited state service
includes service to the state for which the employee, pursuant to
Section 20281.5, did not receive credit.

(d) This section does not apply to employees of the California
Sate University, the judicial branch, or the Legidlature.

SEC. 3. Section 22890 of the Government Code is amended to
read:

22890. (@) The contracting agency and each employee or
annuitant shall contribute a portion of the cost of providing the
benefit coverage afforded under the health benefit plan approved
or maintained by the board in which the employee or annuitant
may be enrolled.

(b) Anannuitant is entitled to only one employer contribution.
If more than one annuitant isreceiving an allowance asthe survivor
of the same employee or annuitant, there shall be only one
employer contribution with respect to all such annuitants.

(c) The contribution of each employee and annuitant shall be
the total cost per month of the benefit coverage afforded him or
her under the health benefit plan or plans in which he or sheis
enrolled less the portion thereof to be contributed by the employer.
The employer contribution for each employee and annuitant shall
commence on the effective date of enrollment.

(d) The formulas for contributors pursuant to this article are
subject to the prefunding requirements in Section 22874.3.

SEC. 4. Section 22910.2 is added to the Government Code, to
read:

22910.2. (a) Notwithstanding any other law, for employees
first hired on or after January 1, 2015, a state employer shall not
provide postemployment health care benefits on behalf of its
employees, unless it fully funds these benefits, as determined by
an actuary.

(b) For purposes of this section, “ state employer” means the
state and every state entity. “ State employer” shall not include
the University of California.

98



OCO~NOUITPA,WNE

SB 774

98



98



